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A Theory of Interest. By CLARENCE GILBERT HOAG. New 
York, The Macmillan Company, 1914. — xi, 228 pp. 

This book contains a well and carefully written formulation of the 
author's theory of interest, followed by a section almost equally long 
devoted to critical discussion of other theories. The exposition makes 
free use of the symbols of algebra in simple combinations, and the 
results are summarized in a somewhat complex three-dimensional dia- 
gram. The terminology is novel, a fact concerning which the author 
says: "My defense is that my whole theory is cast in a fresh mold, 
and I could not bring myself to be satisfied with expressing it in terms 
shaped by their associations with theories that will not fit my mind." 

The author's theory appears to be substantially sound to just about 
the extent that it reproduces such elements as are common to the 
systems of Bohm-Bawerk, Irving Fisher and the productivity school. 
The treatment is highly deductive, almost exclusively static, and is 
based on good old-fashioned premises. " The object of all economic 
acts is increase of pleasure or decrease of pain." Normal conditions 
are those in which, excepting only errors of calculation, " no imper- 
fections of the market or other causes prevent men's acting according 
to their best economic interests." Mr. Hoag thus reverts to hedonism 
and (impliedly) to natural rights, without apparently realizing that he 
is reverting or that his position is open to disagreement. 

The author's pivotal contributions are three in number. The first, 
the distinction between the subjective and the objective factors of 
value , appears to arise from the attempt to make sure that utility shall 
not be misconceived as an intrinsic quality of a commodity. Those 
who are free from this fallacy will not find Mr. Hoag's conception 
illuminating, though they may consider that his " subjective factor " is 
really a joint product of subjective and objective factors. 

The second contribution is the conception of "nominal value" 
without which, the author holds, the idea of the principal of a loan as 
a continuing entity is meaningless. Apparently two different sums of 
goods at different times are of equal " nominal value " if the capacity 
of the later market for receiving pleasure from the later goods, relative 
to its capacity for receiving pleasure from any other contemporary 
thing, is equal to the capacity of the earlier market for receiving 
pleasure from the earlier goods, relative to its capacity for receiving 
pleasure from " any other thing" in the earlier market. Whether the 
"other thing" must be the same in the two cases is not explicitly 
stated. Tentatively, money is taken to be the " other thing," but its 
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nominal value is conceived as changing, and no standard is chosen for 
measuring its changes. In short, after an honest endeavor to state 
Mr. Hoag's idea in unambiguous terms, the reviewer is forced to con- 
clude that the conception of nominal value has not been made good. 

The third contribution , a proof that ' ' advances ' ' must inevitably 
produce a net surplus of value , reduces itself to the assertion that the 
opposite is inconceivable. 

The book contains some keen analysis, together with some minor 
errors, but it cannot be regarded as a highly significant addition to the 
theory of value and distribution. It may be commended, however, to 
those readers who consider that the remedy for the present dissatisfac- 
tion with static and deductive theory consists in further development 
of deductive machinery and a closer and more unqualified adherence 
to static premises. 

J. M. Clark. 

University of Chicago. 



